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MUTUALIZATION OF THE EQUITABLE 
LIFE ASSURANCE SOCIETY 


We commented editorially upon the plan to mu- 
tualize the Equitable Life Assurance Society of 
the United States in our August (1917) issue. 
Since then a temporary injunction was sought by 
certain minority stockholders to restrain the So- 
ciety from carrying through its proposed plan of 
mutualization. 

This action was brought in the District Court 
of the U. S. for the Southern District of New 
York, the complainants being The Royal Trust 
Company, Lucy Adaline Hurd Van Horne, Ada- 
line Van Horne and Richard Benedict Van Horne. 
The attorneys for the Complainants were Lord, 
Day & Lord, Messrs. Henry De Forest Baldwin 
and F. C. Nicodemus, Jr., of Counsel. The attor- 
neys for the Equitable Society were Alexander & 
Green, Messrs. Charles Evans Hughes and Allan 
McCulloh, of Counsel. 

Briefs were filed and arguments were made be- 
fore Judge Hough on September 20, 1917. The 
Court refused to grant the injunction in a decision 
rendered September 25, 1917. 

Because of the importance of this case, and its 
probable bearing upon future mutualization plans 
of other companies, and because of our belief that 
the mutualization of life insurance companies 
whose business is wholly or mainly upon the par- 
ticipating plan is not only of material benefit to 
their policy holders, but almost a public necessity, 
we devote considerable space to some of the perti- 
nent facts brought out in this action. 

The following extracts from the bill of complaint 
will be interesting to any one watching the prog- 
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ress of the plans, for they set forth very clearly the 
essence of the controversy: 


“That, as complainants are advised, 502 shares of the 
stock of the defendant Society were sold in 1905 for 
$2,500,000, 510 shares were sold in 1911 for $3,000,000, and 
564 shares were sold to T. Coleman du Pont in 1915 for 
$4,394,540.10. That from time to time other shares have 
been sold in the open market for prices in excess of the 
price paid by said du Pont in 1915 for said 564 shares. 

“That thereupon, and on motion duly seconded, the 
following resolution was offered for adoption by the 
stockholders: 

“‘Resolved, that the plan adopted by the board of 
directors of this Society, for the conversion of said 
Society into a mutual life insurance corporation 
and for the acquisition of shares of its capital stock 
to that end, under and in pursuance of Section 95 
of the Insurance Law of the State of New York, 
such shares so acquired to be held in trust for the 
policy holders of the Society, as provided by law, 
until all of the capital stock of the Society is ac- 
quired, when the entire capital stock shall be retired 
and canceled, as provided by law, a copy of which 
plan is above set forth in full, be and the same is 
hereby in all respects approved.’ 


“That thereupon, and before a vote was had upon said 
resolution, and upon motion duly made and seconded, 
the following amendment to said resolution was offered 
for adoption by the stockholders: 


“‘Resolved, that the resolution now proposed for 
the authorization and approval of a plan of mu- 
tualization of the Society, being the plan presented 
to the board of directors of the Society and adopted 
by said board on July 19, 1917, and submitted to this 
meeting, be amended so as to provide for the au- 
thorization and approval of said plan of mutualiza- 
tion after the amendment thereof by the substitu- 
tion of the figures $5,400 for $1,500 wherever the lat- 
ter figures appear in said plan.’ 


“That thereupon the holders of certain shares of the 
capital stock of the defendant Society submitted to, and 
caused to be spread upon the record of, said meeting of 
stockholders the following protest: 


“*Protest is hereby made against the reception of 
any votes upon the so-called plan of mutualization, 
heretofore adopted by the board of directors of the 
Society and submitted to, or to be submitted at, this 
meeting, in respect of any shares of stock of the 
Society owned or claimed to be owned by T. Cole- 
man du Pont, and particularly 564 shares of said 
stock referred to in a proposed agreement to be 
entered into by said du Pont and the Society for the 
purchase of said 564 shares, the ground of this pro- 
test being that it appears from the report of the 
committee on mutualization, dated July 19, 1917, and 
the papers attached thereto or submitted therewith, 
as well as from other papers and documents pre- 
sented at this meeting, that said shares of stock are 
not entitled to or qualified to vote upon said plan 
or in respect of the action proposed to be taken 
thereunder.’” 


The Counsel for the Equitable Society filed with 
its brief an affidavit of William Alexander, Secre- 
tary of the Society, from which we extract the 
following : 


“The first meeting of the projectors of the Equitable 
was held on the 26th day of April, 1859. The incor- 
porators at said meeting resolved: 


“To organize the company upon the mutual principle, and 
under the laws of the State of New York, which require that 
a paid-up capital of not less than $100,000 should be placed in 
the hands of the Comptroller of the State before business can 
be commenced. In raising this capital subscribers are in- 
formed that the society intends to pay only seven per cent. r 
annum (the legal rate in the State of New York), this being 
the interest which the money may earn when invested, and 





all profits arising from the business of the company are to go 
to the credit of the assured, thus making the association 
purely mutual.” 


“Mr. Henry B. Hyde, who was the founder and 
became the first Vice-President of the Company, 
submitted to the’ Board of Directors on the 25th 
anniversary of the Equitable’s organization a writ- 
ten report, from which I quote the following: 


“It was proposed to organize the society on the basis of pay- 
cag only 7 per cent. (legal interest) upon the capital stock of 
$100,000, which was ui by law to be deposited with the 
State Comptroller in Albany before a life assurance company 
could be formed. All profits were to be divided among the 
policyholders, so that the society should, in fact, be a mutual. 
company. At a meeting of the incorporators held at No. 19 
Nassau street (the room at No. Broadway being too small), 
a number of the incorporators, although they had signed the 
subscription paper agreeing to take the stock upon which they 
were to receive only 7 per cent., endeavored to have the in- 
terest to stockholders rasied to 10 per cent. The majority of 
those present expressed themselves in favor of this change. 
After the discussion had been continued for about an hour, 
and nearly every person present had stated his opinion, the 

uestion was called. I then arose and stated that if this 
change was made, the advantage of a mutual company would 
be greatly imperiled, and that I failed to see success in any 
other plan than the one laid out. Happily the motion was lost; 
the increase from 7 per cent. to 10 per cent. was not made, 
and those gentlemen who at the time were most urgent for the 
change, congratulated me afterwards that I had allowed no 
amount of pressure to cause me to adopt a course which I did 
not see my way clear to carry out.”’ 


“The Charter of the Equitable, adopted upon its 
incorporation in 1859, contained the following pro- 
visions: 

“Article 3. The capital of said company shall be One Hun- 
dred Thousand Dollars in cash, divided into one thousand 
shares of One Hundred Dollars each. * * * The holders 
of the said Capital stock may receive a semi-annual dividend 
on the stock so held by them, not to exceed three and one-half 
per cent. of the same, such dividends to be paid at the times, 
and in the manner designated by the Directors of said com- 
pany. The earnings and receipts of said company, over and 
above the dividends, losses and expenses, shall be accum- 
ulated.” 

“Every official utterance since the forming of the 
Equitable, many of them issued during a period of 
forty years over the signature of Henry B. Hyde, 
has been to the effect that the business should be 
and is conducted strictly upon the mutual plan; 
that surplus should belong to policyholders and to 
policyholders only. These utterances have been 
iterated and reiterated from year to year from 1859, 
when the Equitable was organized, during the fifty- 
eight years that have intervened, as the following 


extracts show: 
5. “Its charter stipulates that the dividends upon its stock 
shall not ex the legal interest of seven per cent. per 
annum (which by investment, the capital rarely reproduces), 
and that all profits shall be divided among the assured, who 
thus have the security without the cost of a stock company.” 
“Its charter expressly requries the distribution of all the 
profits among the polciyholders. It has, therefore, all the ad- 
vantages and security of a stock and mutual company com- 
bined without their separate disadvantages.”’ 


In the brief filed by the counsel of the Society 
it is stated: : 


“The report of the New York State Insurance Depart- 
ment for 1861 has the following: 


“Question. Is the business of the company transacted on the 
mutual or joint stock plan, or both combined? 
Answer. All profits over interest on stock must be applied 
for the benefit of the assured” (fol. 107). 
“The Court will see that these statements have been 
constantly made from the outset to the present time. 
“The complainant’s five shares were received by it 
from its testator, William C. Van Horne, who was for 
many years a director without objecting to these con- 
tinued assertions made by the Society in construing its 
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charter and defining the basis upon which it trans- | 


acted business. . . . 
“Further, under Section 52 of the Insurance Law, as 


amended in 1906, it is provided as follows: 


“Upon the reincorporation or upon the amendment of the 
charter of any life insurance corporation, having a capital 
stock, in accordance with the provisions of this section, it may 
by a vote of a majority of its directors confer upon its policy- 
holders or upon such policyholders as may have a prescribed 
amount of insurance upon their lives the right to vote for all 
or any less number of the directors in such manner not in- 
consistent with any provision of this chapter as may be 
authorized by a vote of the stockholders representing at least 
a majority of the capital stock at a meeting of stockholders 
called for the purpose.” 


The opinion rendered by the Court is so com- 
prehensive and clear we print the memorandum of 
Judge Charles M. Hough in full: 


Memorandum. 


“Since this motion is brought on before a single 
Judge, it must be assumed that any and every statute 
of the State of New York relating to the matters 
under consideration is on its face agreeable to both 
the state and federal constitutions. Therefore the 
sole question for my consideration is whether the 
present plan of mutualization of the Equitable So- 
ciety is so obviously illegal (i. e., not consonant 
with statute) as to authorize the Court on such an 
application as this in stopping the whole matter 
in limine. 

“The first question is whether the present Section 
95 of the Insurance Law authorizes any mutualiza- 
tion of the Equitable Society. 

“Since constitutionality is assumed, the answer 
must be in the affirmative, for nothing is pointed out 
preventing application of the statute to the Equit- 
able. 

“One may next ask whether the statute authorizes 
this mutualization? | ae 

“Here the burden is on the plaintiffs to point out 
why this particular scheme is illegal when the legal- 
ity of some scheme to the same end is admitted. — 

“But plaintiffs must go further than merely taking 
the technical affirmative of the legal issue presented, 
in order to justify the injunction requested. It must 
be made to appear that the scheme now proposed 
cannot be squared with the statute under any state 
of facts that may be proved upon the trial herein— 
with even a fair degree of probability. 

“I think the plaintiffs have accepted this burden 
and have admitted as much in the course of a very 
interesting and frank discussion at bar. ; 

“They assert the present scheme to be utterly il- 
legal and incapable of ratification for several rea- 
sons: 

“Ist. The stockholders own the assets of the Equitabie,— 
the policy holders are creditors,—and more particularly the 
stockholders presently own what is called the ‘free surplus’ of 
the corporation. 

“2d. The mutualization plan attacked contemplates the 
application of a considerable part of this free surplus (either 
now actually existing or hereafter to be created) to the pur- 
chase of the Company's own stock without providing that the 
price to be paid all the several shareholders shall be the 
same. 

“3d. A purchase of its own stock by a corporation is in 
effect a distribution of assets entirely analogous with a stock 
dividend, wherefore under controlling authorities all stock- 
holders must be treated alike, and to pay more for one man’s 
stock than another’s must be contrary to @ statute which says 
nothing definite on this subject. 

“4th. The point may be restated thus: any distribution of 
corporate assets among shareholders must be equal, and a 


contemplated purchase of all the shares of a corporation by 
the corporation itself is a distribution of assets. 


“There is a temptation here to enter at length 
upon the queries suggested by the foregoing state- 
ment of points; but a motion for injunction 
pendente lite rarely furnishes an excuse for lengthy 
discussion of debatable matters,—because such in- 
junctions should not be granted unless waiting for 
final hearing will cause irreparable damage. 





“The only reason for insisting on an injunction 
now is that it will cost perhaps $50,000 to take a 
policy holders’ vote. This is indeed a substantial 
sum of money, but unless that vote be taken there 
can be no mutualization. It is not a convenience 
but a prerequisite. 


“Therefore unless this court is persuaded beyond 
any reasonable doubt that the whole scheme of 
mutalization is ab ovo illegal, an injunction now is 
wrong, and could not be made right because it 
prevents or delays the expenditure of moneys per se 
important but trifling compared with the interests 
at stake. 


“IT shall therefore do no more than briefly state 
the opinions entertained by me on plaintiff’s points, 
after most interesting argument and considerable 
reflection. 


“Ist. Under any form of policy in such a company 
as the Equitable that I have ever seen,—the insured 
is a creditor in the sense that his rights :.gainst the 
insurer must be learned from the four corners of 
his policy. 

“But it does not follow from this that what under 
existing insurance laws and actuarial rules is called 
the reserve for policy holders, limits or measures 
the ultimate aggregate rights of all the policy 
holders. 

“The so-called ‘free surplus’ is just as much liable 
to maturing policies as is any other asset of the 
Company, and it is legally impossible for the stock- 
holders to put their fingers on any portion of the 
Equitable’s assets which they own rather than any 
other portion thereof. This I think rcsults from 
the general nature of all business transacted under 
corporate forms. 

“Where the stockholders of this Insurance Com- 
pany own or ever can own (even upon a highly 
successful liquidation) anything more than the par 
of their stock with accumulated interest at 7%, is 
in my Opinion a very doubtful proposition. In order 
to justify the injunction now sought, it would have 
to be a very clear proposition, and this doubt is of 
itself enough to justify refusal. 


“2d. The mutualization plan now proposed care- 
fully refrains from any diminution (as matter of 
bookkeeping) of the Company’s surplus by what- 
ever name called. 

“The plan is to make payments out of income al- 
most wholly. 

“It appears to me that this is unimportant. There 
is an intention to devote several millions of the 
Company’s property to the purchaseof its own stock, 
and whether that property be at the moment of its 
application called ‘principal,’ or ‘reserve,’ or ‘surplus’ 
or ‘income’ is a matter of words and not of sub- 
stance. 

“But on the face of the statute there is no neces- 
sity for paying every stockholder the same price for 
his stock; something must be read into the act in 
order to make it obligatory that the price to be 
paid to all shareholders shall be the same. 


“3d. What is endeavored to be read into the 
statute is the admitted rule about stock dividends. 

“I can see no analogy beween a stock dividend 
and the purchase of stock. One gets a stock divi- 
dend because he is a shareholder, and after getting 
it retaiis the same aliquot portion of interest in 
the Company that he had before. 

“The necessity of maintaining unchanged the 
sLares or interests of shareholders is the reason for 
the rule regarding equality of distribution of new 
stock. But one who sells his stock, or is asked to 
sell it is requested to terminate his connection with 
the Company altogether. 

“In the absence of anything like condemnation 
(and no man is obliged to sell his stock under this 
mutualizing plan) I see no reason why either the 
buyer or the seller may not fix a price. The seller is 
entitled, if he chooses, to put the premium affec- 
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tionis on his inherited property, and the buyer may 
(and in this case has) promised a price to the man 
who has the majority of shares which frankly ad- 
mits the power of control, a power too well known 
in the local history of this city to be denied, and 
so well known as to require no comment or ex- 
planation from me. 

“Upon finall hearing herein it may be made to ap- 
pear that there are no sufficient reasons for placing 
so high a value upon 501 shares of Equitable stock, 
but that is matter of busines and in my judgment 
not of law, except as law seeks to follow good busi- 
ness methods and good morals after the facts have 
been duly testified to. 

“Since therefore it does not necessarily follow 
that all stockholders who wish to sell their stock 
at some price must all get the same price, this in- 
junction should not now be granted. 


“4th. The expenditure of assets for the purchase 
of a Company’s own shares is not in my judgment a 
‘distribution of assets.’ 


“It may be no more than a reasonable measure of 
self-protection on the part of the corporate entity. 


“It grows increasingly difficult to separate the cor- 
porate personality from the individualities of its 
shareholders. And wherever a corporate business is 
merely an enlarged enterprise that might be carried 
on by private persons, this is right. 


“But an Insurance Company is not in a large sense 

a private business, and its relation to the public 

interest becomes more apparent as the years go on. 

It may well be that in the case of this Insurance 

Company the purchase of its own control for the 

policy holders out of the general assets of the 

Company is a measure not only of self-protection, 

but of public protection. At all events the de- 

fendant has a right to show the facts upon which 
this conclusion may be rested. This also furnishes 
sufficient ground for refusal of the temporary in- 
junction. 

“Therefore the existing stay is vacated and the 
motion made is denied in all its parts.” 

It will be recalled that one of the important laws 
passed by the Legislature based upon the report 
of the Armstrong Investigating Committee, was a 
provision for the mutualization of life insurance 
companies. Since then three prominent life com- 
panies have mutualized; namely, the Prudential 
Insurance Company, of Newark, N. J.; the Metro- 
politan Life Insurance Company of New York, 
and the Home Life Insurance Company of New 
York, in the order named. In these three com- 
panies, however, the same element of “purely mu- 
tual” intent on the part of their incorporators did 
not appear. 

That the mutualization of the Equitable is desir- 
able is beyond argument; and in any consideration 
of the matter it must be remembered that, to all 
intents and purposes, it will be mutualized whether 
the minority stockholders surrender tlteir stock or 
retain it, provided only that the policyholders ap- 
prove the action already taken by the directors, 
which action ,has been formally approved by a 
majority of the outstanding capital stock. Under 
the New York law, in order to mutualize the So- 


ciety, it is necessary that a majority of the stock 





shall be voted in favor of mutualization ; therefore, 
no plan of merger could be put through without 
the co-operation of General duPont, the owner of 
the majority shares. At the prices for his majority 
and minority shares which he has formally ac- 
cepted he will receive about $1,600,000 less than he 
paid for his stock, sacrificing also interest on his 
investment, which at five per cent. would already 
amount to nearly $500,000. In the face of these 
figures it would be folly to accuse him of a lack of 
generosity in his attitude during the negotiations 
looking toward the consummation of the. long- 
cherished plan for making the Society completely 
mutual. Granting that the mutualization of the 
Society is desirable, the matter may be viewed 
from only two angles—that of business ethics and 
that of business expediency. The ideal way to mu- 
tualize the Society would have been to secure the 
surrender of the stock upon the payment of its 
par value; this only would have been in absolute 
consonance with the claim of the Society during 
the whole of its existence that all profits over the 
amount required to pay seven per cent. per annum 
upon the capital stock belonged to the policyhold- 
ers. Under all the circumstances surrounding the 
several changes in the ownership of the majority 
shares in recent years, however, which are too well 
known to need repetition here—anything approach- 
ing such a settlement of the problem was impos- 
sible, and, therefore, the problem has been one of 
business expediency pure and simple. The nego- 
tiations for the purchase of General duPont’s stock 
were carried on for a very long time, and the terms 
finally agreed upon were the best that the Society 
could secure. Ordinarily, as Judge Hough so ably 
points out in his memorandum, printed above, it 
is difficult to distinguish between the identity of 
a corporation and the identity of the owners of its 
stock; but in this instance there is no such diffi- 
culty. To our mind, they are as distinct as though 
the Society had been negotiating with some inter- 
est with which it had no connection of any sort for 
the purchase of something necessary to the future 
welfare of the Society. Moreover, the price of 


$5,400 per share for the majority shares is not pay- 


able in cash—the reverse being true of the price 
of $1,500 per share to be paid immediately in cash 
for the minority stock if and when it is surrendered; 
it is to be paid to General duPont in forty semi- 
annual instalments (the commuted value of which 
is $5,400 or $1,500 per share as the case may be), 
covering a period of twenty years, by deduct- 
ing them from the interest instalments which will 


| become due the Society on its mortgage on the 
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Equitable Building. Should there be default in the 
payment of the interest on the mortgage, the stock 
will be forfeited to and become the absolute property 
of the Society. Therefore, the plan practically com- 
pels General duPont to guarantee that the mortgage 
of $20,500,000 on the Equitable Building is made 
good ; otherwise, he will lose both his stock and his 
equity in the building. 

As to the minority stockholders, it may fairly be 
said that if any one purchased stock of the com- 
pany at more than $1,500 per share, it was a purely 
speculative transaction, requiring no consideration 
by any one in the final settlement. The minority 
owners are not coerced; they need not deliver their 
stock at all if they prefer to hold it and continue 





to draw seven per cent. per annum on the par value, 
and to enjoy all the benefits, rights and privileges 
which have at any time attached to the ownership 
of such shares. The object of the Society is not to 
purchase the stock, but to transfer the control of 
the voting power to the policyholders, which can be 
accomplished only by the acquisition by the company 
of the majority. Under the plan proposed, in the 
event of failure to obtain all the minority shares, 
provision is made for the transfer of the majority 
stock, and such minority stock as is acquired, to three 
trustees, whose sole function shall be to vote the 
stock as the policyholders may direct, and in no 
other way, thus securing mutualization as effectively 
as if all the shares should be secured and canceled. 








Latest Insurance Decisions Discussed 


By WILLIAM OTIS BADGER, JR. 
(Of the New York Bar) 





POWER TO BORROW RESTRICTED. 
Vested Rights of Infant Beneficiaries Supersede the 
Terms of the Policy. 


Two policies of insurance issued some time ago by 
the Pennsylvania Mutual Life Insurance Company, con- 
tained the following provision: 

“Loans. After three full years’ premiums have been 
paid, the company at any time while the policy is in force 
will advance on p:oper assignment of the policy and on 
the sole security thereof, at five per cent. interest, a sum 
at the option of the insured or owner of the policy, equal 
to or less than the full reserve at the end of the current 
year on the policy.” 

The owner of the policy attempted to obtain a loan 
in the exact form specified in the foregoing clause, but 
was met by the contention on the part of the com- 
pany that in as muchas the right of revocation was 
not reserved by the insured and the insured had quite 
evidently attempted to creat a trust fund for the bene- 
fit of infants, the owner of the policy should not be in a 
positicn to destroy or invalidate the policy by obtain- 
ing a loan which would represent the full value of the 
policy itself. 

In this contention the company was fully upheld by 
the Supreme Court of N. Y. in a recent decision. The 
opinion is as follows: 

Manning, J. The material facts in this case are not 
in dispute, the real controversy having to do with the 
proper construction of certain clauses contained and 
set forth in two policies of life insurance issued by the 
defendant company to one Harry Caplin on March 23, 
1913. One of the policies was for $40,000 and the other 
for $20,000. Both policies are identical in forms and 
terms and vary only as to amount and premiums. No 
particular beneficiary was designated, the company only 
being obligated to pay the amount “unto the bene 
ficiaries named and in accordance with the provisions of 
clause 17 on page 3.” The beneficary provisions are as 
follows: In the $40,000 policy clause 17 provides that on 
the death of the insured the company shall retain the 
principal amount of the policy and pay interest on the 





same to May F. Caplin, niece of the insured, during her 
life, and on her death or on the death of the insured, in 
case the said May F. Caplin predecease the insured, the 
proceeds of the policy are to be paid to the issue of the 
said May F. Caplin in equal shares, and, if she die with- 
out issue, then the proceeds are to be held for the life 
of Stella L. Caplin, another niece, for her life, and on 
her death the proceeds are to be paid to her issue. Under 
the $20,000 policy the beneficiary clause is similar ex- 
cept that the first interest is to go to Stella for life, the 
remainder to her issue, and, in case of Stella dying with- 
out issue, May and her issue are to take. Both of said 
nieces are still infants under the age of twenty-one 
years. The policies also contain a provision reading as 
follows: “The right of revocation is not reserved by the 
insured.” There is in each of the policies a further pro- 
vision concerning the matter of loans to be made upon 
the same which read in part as follows: “Loans. After 
three full years’ premiums have been paid, the company 
at any time while the policy is in force will advance on 
proper assignment of the policy and on the sole secur- 
ity thereof, at five per cent. interest, a sum at the option 
of the insured or owner of the policy, equal to or less 
than the full reserve at the end of the current year on 
the policy.” It appears that the cash or surrender value 
of the $40,000 policy is now approximately $8,560, and of 
the $20,000 policy, $4,280. It further appears that if these 
policies shall lapse by reason of the non-payment of 
premiums they would automatically be extended for the 
benefit of the beneficiaries for nearly sixteen years, and 
if the insured, Harry Caplin, should die during said six- 
teen years, the beneficiaries would be entitled to the full 
benefit of the insurance. Accordingly it conclusively ap- 
pears that the infant beneficiaries have a very substan- 
tial interest in the amount represented by the value of 
the policies in question. The insured, Harry Caplin, has 
assigned all of his right, title and interest in the policies 
to his brother, the plaintiff in this suit, who now claims 
ownership of said policies and contends that as such 
owner he is entitled to procure from the company the 
full amount ot the loan value of said policies, without 
the consent of or assignment from the beneficiaries. The 
contention of the company is that the beneficiaries are 
the owners within the provisions of the policies, espe- 
cially as no right of revocation nor the right to change 
the beneficiary has been reserved by the insured, which 
is the true situation here. In other words, the company 
(Continued on next page.) 
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contends that the beneficiaries are given a vested in- 
terest in these policies and their proceeds and that 
neither the insured nor his assignee can in any man- 
ner invalidate, reduce or destroy such right, claim or 
interest. The company assumes the position that as the 
insured has no right to directly revoke the designation 
of the beneficiaries or to change them he cannot, by an 
indirect method of borrowing the full loan value on said 
policies, accomplish the same purpose and thus destroy 
the value of the policies to the injury of the persons for 
whose benefit the right was created. The plaintiff an- 
swers that he is the owner and that as such owner he 
has the right‘to borrow without being questioned by the 
company. I do not agree with him. There is no ques- 
tion but that it is a well known and established prin- 
ciple of life insurance law that a beneficiary takes a 
vested interest in a policy the moment it is issued, and 
that where there is no right of revocation or change 
reserved the insured cannot by assignment thereof, or 
any other act, invalidate or destroy the policy. . . . 
The rights of beneficiaries may be questioned as to 
whether they are known as the vested rights. Of course 
the right to some extent is contingent because the bene- 
ficiaries must necessarily survive the death of the in- 
sured, but if they do so survive then their right to the 
proceeds is a vested one, and it is in this sense that the 
term “vested” is referred to in the authorities, and it is 
just such a right that cannot be destroyed save by the 
consent of the beneficiaries, unless the power to do so is 
expressly reserved in the policy. The question, however, 
regarding the power to change the beneficiary is not be- 
fore me in this case. The only question is, Can the in- 
sured or, in this case, his assignee borrow upon the pol- 


=———_—_—_—_ 





icies to the full loan value thereof? Counel on his be- 
half seems to rely mainly upon the case of Travelers’ 
Ins. Co. v. Healey, 25 App. Div. 53, and argues that the 
Healey case is decisive of the present issue. I do not so 
regard it. The decision in that case does not go beyond 
the facts in the case itself, and the written instrument 
therein construed was entirely different in phraseology 
from the policies in the case at bar. In the He aley case 
the question involved was the meaning of the word 
“holder,” as it appeared in the single clause of the policy. 
In the present case the words used are “insured or 
owner,” and these words must be used and interpreted 
with reference to many other provisions of the policies 
in question where the words “insured, owner, benefic- 
iary’ are used in different connections. The main ques- 
tion, in my opinion, is one of intent, and if the provisions 
of article or clause 17 of these policies are carefully read 
and noted it will be apparent that even standing alone 
they disclose a positive intent that the fund created by 
the policies shall not be trenched upon even by the 
beneficiaries, and this intent is further emphasized by 
the affirmative and positive disavowal of the right of 
the insured to revoke or change the beneficiaries. The 
rights created by these contracts of insurance are, in my 
opinion, intended as and for a trust fund, a permanent 
fund to be paid out and administered as in the policies 
provided. No such situation was present in or con- 
ceived by the Healy case, and therefore it is not a con- 
trolling authority. The plaintiff is not entitled to the 
relief he prays for in this case, and accordingly his com- 
plant must be dismissed and judgment rendered for the 
defendants, with costs. 

Ordered accordingly. 

Harry Caplin v. Penn. Mutual Life Insurance Com- 


pany, 100 Misc. 374. 








| Reports Upon Companies and Associations 





AMERICAN INSURANCE UNION, 
COLUMBUS, OHIO. 


This Order took over, under a con- 
tract of amalgamation under date of 
August 25, 1917, approved by the Insur- 
ance Department of Ohio, the Fraternal 
Reserve Life Association of Peoria, IIL. 

The amount of assets of this Order 
on December $list last was reported as 
$37,479 and the outstanding insurance 
as $4,336,750. 

The agreement provides for the tak- 
ing over of all of the members of the 
Fraternal Reserve Life Association of 
all ages, and carries out contracts of 
said Order in every particular. All 
liabilities are also assumed. 

We are advised that no commissions 
were paid any one, there being no broker 
in the transaction, and that no officer 
or any other person received any com- 
mission or bonus of any kind. 

See article on the latter institution 
elsewhere herein. 





CONNECTICUT GENERAL LIFE IN- 
SURANCE COMPANY, HART- 
FORD, CONNECTICUT. 

This Company announces certain 
changes in its premium rates on non- 
participating policies isued on or after 

October 1, 1917. 

The new rates in general show a re- 
duction on the younger ages and an 
increase on the older ages. 

No change has been made in the 





(non-participating) premium rates on 
five-year term policies, annuities, dis- 
ability pension, disability income, 
double indemnity, extra premiums for 
continuous income plans. 





following 


illustrates 


Changes have also been made in the 
premiums on the participating ordinary 
life plan. 

The 
changes: 


these 


Annual Premiums for each $1,000 Insurance (Including Disability Provison). 


10 Year Term (N. P.): 


Ages. 


= 





P 
25 


30 


35 


Cur. & sub. prem. rates, Oct, 1, 1917..$8.83 $9.36 $10.20 


40 


45 


50 


~ 
55 


$11.63 $14.29 $19.11 $27.14 


Prem. rates in force prior to Oct. 1,°17. 8.91 9.45 10.30 11.74 14.86 19.11 
Ordinary Life (N. P.): 

Cur. & sub. prem. rates, Oct, 1, 1917..15.63 17.71 20.61 24.44 30.05 387.79 48.98 

Prem. rates in force prior to Oct. 1,17.16.43 18.70 21.66 25.57 30.84 38.07 48.01 
10 Payment Life: 

Cur. & sub. prem. rates, Oct, 1, 1917..37.32 40.81 45.34 650.78 67.77 66.36 76.96 

Prem. rates in force prior to Oct. 1,'17. 388.78 42.45 46.87 652.19 658.64 66.73 76.71 
15 Payment Life (N. P.): 

Cur. & sub. prem. rates, Oct, 1, 1917..27.65 30.28 33.71 38.00 48.53 60.64 69.89 

Prem. rates in force prior to Oct. 1,’17.28.77 31,564 84.90 39.04 44.19 61.00 69.82 
20 Payment Life (N, P.): 

Cur. & sub. prem. rates, Oct, 1, 1917..22.98 25.20 28.22 31.98 37.00 43.68 62.84 

Prem. rates in force prior to Oct. 1,'17.23.89 26.23 29.14 32.78 87.47 48.91 652.87 
10 Year Endowments (N. P.): | 

Cur. & sub. prem. rates, Oct, 1, 1917..89.91 90.15 90.50 91.52 98.01 95.46 99.45 

Prem. rates in force prior to Oct. 1,’17.89.09 89.44 89.95 90.74 92.05 94.56 98.70 
15 Year Endowments (N. P.): 

Cur. & sub. prem. rates, Oct, 1, 1917..56.82 57.12 67.58 658.67 60.72 63.74 69.11 

Prem. rates in force prior to Oct. 1,'17.56.63 57.05 657.67 68.67 60.40 63.60 68.88 
20 Year Endowments: 

Cur. & sub. prem. rates, Oct, 1, 1917..40.71 41.09 41.93 48.24 45.66 49.71 56.65 

Prem. rates in force prior to Oct. 1,'17.40.83 41.83 42.11 43.41 45.64 49.66 656.25 
Ordinary Life Part. Premiums: 

Cur. & sub. prem. rates, Oct, 1, 1917..18.12 20.63 23.89 28.20 34.02 41.99 62.96 

Prem. rates in force prior to Oct. 1,’'17.19.63 22.385 25.88 30.55 86.86 45.49 67.37 
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The Company announces the esti- 
mated dividends on policies issued at 
the new rates on the participating or- 
dinary life plan subsequent to October 
1, 1917, as follows: 





J. J. Johnson, Dows. 

Cc. M. Keck, Washington. 
Michael N. Kelly, Pioneer. 
Peter Lamp, Mapleton. 
Fred B. Layman, Auburn. 








Ages. 
—— 
rr | 
25 30 35 40 45 50 55 
P 81 $3.47 $4.09 
First Dividend .........+.+. jeuaiiitns .. $2.10 $2.37 $2.72 $2.97 $3 
Gecond Dividend ..ccccccccccces ecccee 2:20 2.49 2.88 3.16 3.60 8.72 4.48 


These dividends are based upon the 
present (1917) schedule. 





DES MOINES LIFE AND ANNUITY 
COMPANY, DES MOINES, IOWA. 


This Company was incorporated June 


5, 1917, under the laws of the State of |. 


Iowa, and began business September 10, 
1917. 

The authorized capital is $500,000, all 
of which has been subscribed. The 
amount of the paid up capital (in cash) 
is $256,275. 

The par value of the shares is $10 
per share and the company report that 
they were sold at two for one, result- 
ing in a surplus paid in of $128,137.50. 

The amount available for organization 
expenses is 25%. 

The blank used for stock subscrip- 
tions specifically stated the rate at 
which the stock was sold, the amount 
applied to capital, the amount credited 
to surplus, and the amount available 
as an expense fund for organizing and 
establishing the company. 

The prospectus of the company states 
that the policies are issued on the non- 
participating plan. 

The form of valuation is the American 
experience, 3%%, modified preliminary 
term plan, Illinois Standard. 

The officers of the company are: 

BE. C. Corry, President. 

J. M. Callander, Vice-President. 

T. Thompson, Vice-President, 

8S. J. Huston, Vice-President. 

E. A. Lewis, Secretary. 

O. G. Wilson, General Mgr., Agency 
D 


® 
0 
- 


. H, McKee, Treasurer. 

. 8. Withington, Consulting Actuary. 
C. Page, Medical Director, 

. J. Bannister, Counsel. 

‘he Directors of the company are: 
r. E. C. Allen, Wayland. 

. J. Bannister, Des Moines. 

M. Barlow, Des Moines. 

. W. H. Batcher, Toledo, 

T. Bennett, Sioux City. 

hn W. Blanchfield, Lake City. 
harles E. Burgoon, Reinbeck. 

- M. Callander, Des Moines, 

F. F. Cold, Berlin. ‘ 
E. C. Corry, Des Moines. 

W. C. Donaho, Keosauqua. 

Solon J. Don Carlos, Greenfield. 

J. F. Bisele, Malcolm. 

H. W. Emeny, Eldora. 

O. B. Emerson, Afton. 

John C. Gardiner, Osceola. 

M. Goltry, Newell. 

L. EB. Goode, Bloomfield. 

F. L. Hannah, Richland. 

Thor. O. Heglond, McCallsburg. 

8. J. Huston, Morning Sun. 


SPOUPDOSH PAD 
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Cc. J. LeValley, Sheffield. 

E. A. Lewis, Des Moines. 

D. H. McKee, Des Moines. 
Fred Neumayer, Breda. 

H. B. Pierce, Rock Rapids. 
Dr. M. W. Richey, LeMars. 

E. L. Root, Delta, 

Dr. H. W. Smith, Woodward. 
T. Thompson, Brighton. 

T. S. Thorson, Radcliffe. 

G. L. Vande Steeg, Orange City. 
P. H. Van Gorp, Pella. 

Peter Van Peursem, Maurice. 
Oo. G. Wilson, Des Moines. 
Ray Wood, Union. 





DE WITT CLINTON READY RELIEF 
ASSOCIATION, BROOKLYN, N. Y. 


This is a co-operative assessment as- 
sociation which was incorporated in 
1885. By order of the court on August 
18, 1917, this was taken into the pos- 
session of the Insurance Department of 
New York for the purpose of liquida- 
tion. The report submitted by the ex- 
aminers of the association stated the 
total assets as $252.19 and total liabili- 
ties as $1,000. The liquidation of the 
assets was requested by its officers and 
trustees. 





FRATERNAL RESERVE LIFE ASSO- 
CIATION, PEORIA, ILL, 


This is a fraternal order organized 
under the laws of Illinois in 1899. This 
order merged and became part of the 
American Insurance Union of Columbus, 
Ohio, under contract of amalgamation, 
executed on the 25th day of August, 
1917. 

See article on the latter institution 
elsewhere herein, 





GUARANTEE FUND LIFE ASSOCIA- 
TION, OMAHA, NEB. 


This Association put into effect new 
contracts and new premium charges 
on October 1, 1917, the insurance being 
written in amounts from $1,000 to $10,- 
000 and $12,000 when payable in in- 
stallments. 

A sample ordinary form contract at 
age 35 is as follows: 

AGE, 35. ANNUAL COST, $166.60. 

“Will pay to Mary Doe, beneficiary, 
if living, otherwise to the legal repre- 
sentatives of John Doe, the insured, 
the sum of ten thousand dollars, pay- 
able at the home office of the associa- 
tion, in the city of Omaha, less any 
benefits hereunder paid to the insured, 
upon receipt of satisfactory proofs of 
the death of the insured, during the 
continuance of this policy in full force 
and effect. 





, 


“This insurance is granted in con- 
sideration of the application and med- 
ical examination of the insured which 
are made a part of this contract, and 
the payment of the first annual cost 
amounting to one hundred sixty-six 
60/100 dollars, receipt of which is 
hereby acknowledged, and the further 
payment of all amounts required to be 
paid under the conditions of this policy, 
on or before the time payable, during 
the continuance of this insurance con- 
tract. 

“The conditions and benefits upon the 
following pages hereof are a part of 
this contract, as fully as if recited over 
the signatures hereto affixed. 


PAYMENTS BY THE INSURED. 

“The insured hereunder has paid the 
annual cost designated on page one 
which will extend the insurance pro- 
vided herein to October list, 1918, when 
payment of the next annual cost, 
amounting to $166.60, will mature, 
which amount the insured agrees to 
pay in advamce each year on or be- 
fore October list in every succeeding 
year during the continuance of this 
policy. The annual cost is payable 
yearly in advance, but in lieu thereof 
the insured may pay $84,97 semi-an- 
nually, or $43.32 quarterly in advance. 

“Failure to make any payment on or 
before the same is due, forfeits the 
insurance herein provided and the same 
immediately ceases and terminates 
without action on the part of the asso- 
ciation. 

“This policy may be reinstated, after 
default in payment of premiums, upon 
proof of good health, temperate habits 
and approved occupation, all of which 
must be satisfactory to the association, 
and the payment of all arrearages with 
interest at six per cent. per annum. 


GRACE. 

“The insured is entitled to a grace 
of one month (not less than thirty 
days) within which to make any pay- 
ment after it matures, during which 
month the insurance shall continue in 
force. Should the insured die during 
the month of grace, the amount over- 
due will be deducted in any settlement 
hereunder. 


PLEDGE OF ASSETS. 

“The consideration for the issuance 
of this policy is designated on page one 
hereof, and while the liability of the 
insured is not limited to fixed premi- 
ums, the entire assets of the associa- 
tion, consisting of the mortuary, sur- 
plus and reserve funds, are uncondition- 
ally pledged to sustain the annual cost 
Stated in this policy. 


DISABILITY BENEFITS. 
“Should the insured, while this policy 
is in full force and effect, become (a) 
totally and permanently disabled by ac- 
cident, and because thereof be wholly 
and permanently incapacitated from do- 
ing any labor or business; or (b) 
should the insured lose by accident 
both eyes, or both arms, or both legs, 
or one arm and one leg, or one eye and 
one limb, he shall be entitled if he 
elects by making application on blanks 

(Continued on next page.) 
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GUARANTEE FUND LIFE (Cont.) 
furnished by the association, in lieu 
of all other benefits payable under this 
policy, to receive the face of this policy 
payable either in ten equal annual, 
twenty equal semi-annual, forty equal 
quarterly, or one hundred and twenty 
equal monthly installments, with in- 
terest at three per cent. per annum. 

“Provided: such partial payments 
shall be endorsed on this policy and 
shall upon the death of the insured be 
deducted from the amount payable at 
death, and, provided further, in case 
the disability mentioned in subdivi- 
sion (a) should cease, the installment 
payments herein provided shall imme- 
diately be discontinued. 

“The annual cost shall be paid during 
the installment paying period or may 
be deducted by the association from 
the installments as they mature. 


OPTIONAL OLD AGE BENEFTT. 

“When the insured attains the age 
of seventy years and while this policy 
is in effect, and by reason of accident, 
sickness or mental or bodily infirmity, 
becomes thereafter incapacitated from 
doing any labor or business, he may 
elect by making application on blanks 
furnished by the association, to author- 
ize the association to deduct ten annual 
premiums as they mature and to re- 
ceive in lieu of all other benefits pay- 
able under this policy, the face of this 
policy payable in ten equal annual, 
twenty equal semi-annual, forty equal 
quarterly, or one hundred and twenty 
equal monthly installments, until the 
entire amount thereof has been paid, 
less said ten annual premiums. Each 
of said installment payments shall be 
endorsed on this policy when made, and 
upon the death of the insured the re- 
mainder, if any, less premiums matured, 
shall be paid to the beneficiary in like 
installments. 


INCREASED INDEMNITY. 

“Upon due proof that the death of 
the insured occurred before attaining 
age sixty, in consequence of accidental, 
bodily injury effected solely through 
external violent and accidental means, 
while a passenger in or on a public 
conveyance provided by a common car- 
rier for passenger service, or while a 
passenger in a passenger elevator, or 
by a stroke of lightning, and such acci- 
dental death occurred within sixty days 
after such injuries were* sustained and 
as a direct result thereof, independent 
of all other causes, then in every such 
case the insurance provided in this pol- 
icy, less any benefits paid to the in- 
sured hereunder, shall be increased by 
an amount equal to the total premium 
payments made by the insured on ac- 
count of this policy. 


OPTION TO CONVERT POLICY. 

“The insured may, without expense, 
exchange this policy for one of equal 
amount and the same annual cost, which 
shall provide that the face of the policy 
will be paid to the beneficiary in equal 
monthly, quarterly, semi-annual, or an- 
nual installments, covering a period of 
ten years, with interest at the rate of 
three per cent. per annum, 





GENERAL POLICY PROVISIONS. 

“Proper-and sufficient proofs of the 
death, or of the insured having elected 
to accept the Optional Old Age Benefit, 
or Disability Benefits, shall be submit- 
ted to the association at its home office, 
upon the blanks furnished for the pur- 
pose by the Association in order to 
establish any claim under this policy. 

“The insured may, with the approval 
of the Association endorsed on his pol- 
icy, change the beneficiary without the 
consent of such beneficiary. 

‘Tf the age of the insured has been 
misstated, the amount payable under 
this policy shall be such as the pre- 
miums paid would have purchased at 
the correct age. All statements made 
by the insured shall, in the absence of 
fraud, be deemed representations and 
not warranties, and no such statement 
shall avoid this policy unless it is con- 
tained in the written application and 
copy of such application attached to 
this policy. This policy and the appli- 
tion therefor shall constitute the en- 
tire contract between the association 
and the insured. 


“Tf the insured engaged in military 
or naval service in time of war with- 
out the written consent of the associa- 
tion, or if within two years from the 
date of this policy, the insured shall, 
whether sane or insane, die by his own 
act, this policy is void, and the Hability 
of the Association shall be limited to 
the amount paid by the insured on ac- 
count thereof; if within such two years 
the insured shall use alcoholic stimu- 
lants or narcotics to such a degree as to 
impair his health, or become personally 
engaged in mining or underground op- 
erations, or as a locomotive engineer 
or fireman, or in switching or coupling 
or uncoupling railroad cars, or in aerial 
or submarine navigation, or should the 
insured die from intoxication, then, and 
in every such case, this policy shall 
be thereby rendered null and void and 
the liability of the Association shall 
be limited to the unearned premium 
paid by the insured. 

“No personal liability, beyond the 
payment of any personal! note given for 
premiums, is incurred by the insured 
on account of this insurance. 


INCONTESTABLE AFTER TWO 
YEARS. 

“After two years from date, this pol- 
icy shall become wholly incontestable 
except for the non-payment of prem- 
iums within the time specified herein, 
or for breach of the conditions of this 
policy relating to military or naval 
service in time of war.” 


The annual rates for $1,000 of insur- 
ance at various ages are: 


Annual Annual 
Age Rate. Age. Rate. 
ae $11.66 39....++++$19.00 
Beste sae $11.91 GScsicever $19.66 
a $12.17 41.......-$20.39 
Dba venecks $12.44 Grvicsswed $21.15 
as evenevi $12.73 43........$21.96 
ihn wess onh $13.04 BGs ccecve? $22.83 
De absascawe $13.36 Spe $23.76 
28....++--$18.70 BE ccc cece oOR4.78 
BO eo scovccs $14.05 47. ..000+-$26.81 
Sectsnosce $14.43 48.....++-$26.93 








31........$14.83 49........$28.13 
82....6+..+$15.25 50......+-$29.41 

33....+.+..$15.70 51......+-$30.77 

SE. ccc eee $16.17 > See $32.22 

) Pere $16.66 53........$33.79 

) eer $17.19 54......+-$35.44 

}) Pe $17.76 ) ee $37.23 

te $18.37 
IDAHO STATE LIFE INSURANCE 


COMPANY, BOISE, IDAHO. 

At a meeting of the Board of Direc- 
tors of this company, held on Sep- 
tember 14, 1917, an assessment of 10 per 
cent., or one dollar per share, was 
levied upon the capital stock of the 
company, payable on or before two 
o'clock p. m., October 20, 1917, to 
George B. Woed, secretary of the com- 
pany, at its office in the Empire Build- 
ing, Boise, Idaho. 

A statement prepared by the com- 
pany specifies, “Any stock upon which 
this assessment remains unpaid on the 
date above mentioned will be delin- 
quent and advertised for sale at public 
auction, and unless payment is made 
before, will be sold on November 6, 
1917, at two o'clock p. m., at the office 
of the company in Boise, Idaho, to pay 
the delinquent assessment together 
with costs of advertising and expenses 
of sale.” 

We understand that this assessment 
was unanimously voted by the full 
Board of Directors, and that the as- 
sessment would have been for a larger 
amount were it not that the Idaho law 
would not permit an assessment in ex- 
cess of said 10 per cent. 

The company, in its circular to 
stockholders, has the following to say: 

“The patience and loyalty of our 
stockholders has been the great asset 
of the company during its formative 


years. You were led by the promoters 
to expect early and almost fabulous 
returns. It has, on the other hand, 


been found that the building of an in- 
surance company to the point of profit 
is an arduous task. This assessment 
does not mean that the company has 
in mind an extravagant and reckless 
campaign for rapid growth, but only 
expansion along fields of legitimate 
business where opportunity has been 
knocking at our doors.” . 


Assets, January 1, 1917... $645,656.58 
Assets, September 1, 1917. $749,522.49 
CHGS SR OOOO s ccccccccces 16% 
Insurance in effect, Jan- 

De D, Be ewevoceoseced $10,023,053.63 
Insurance in effect, Sep- 

SSOP BT, BRae cbs cece ceos $13,162,262.63 
ER cdiodwsesevvavesedgeusr 31% 





LINCOLN NATIONAL LIFE INSUR- 
ANCE COMPANY, FORT 
WAYNE, IND. 


Report of Examination Reviewed. 


This company was examined by the 
Insurance Departments of the States of 
Indiana and North Dakota as of June 
80, 1917, the report being dated July 
80, 1917. The period covered by the ex- 
amination was from January 1, 1915, 
to June 30, 1917, the financial exhibit 
showing the condition of the company 
on the latter date is as follows: 
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FINANCIAL EXHIBIT. 


Assets, 

Book value of real estate... $240,035.46 
Mortgage loans .........+6.:. $3,204,162.16 
Loans to policyholders...... $382,374.58 
Book value of bonds...... $70,890.86 
Cash in office and on deposit. $325,937.27 
Bills receivable and agents’ 

balances ....... ste eeee'e »» $24,143.05 
Interest and rents. due and 

SE‘ Koecesedcedecoese $79,251.00 
Net amount of uncollected 

and deferred premiums... $149,986.53 
Furniture and fixtures..... $24,991.00 
GCOS GEREEE cccdccceccoece $516.09 





TETTTT LTT TTT . - $4,502,288.00 
*$61,889.45 


Gross assets 
Less assets not admitted.. 





Admitted assetS ......s6666:. $4,440,398.55 





*Consisting of furniture and fixtures, 
$24,991; agents’ debit balances, $26,- 
199.53; bills receivable, $198.92; premium 
notes and loans on policies in excess 
of net value, etc., $10,500. 


Liabllities. 


BGR GHENGS occc dec coecceges $3,720,156.82 
Extra reserve for total and 

permanent disability ben- 

efits and additional acci- 


dental death benefits..... $9,788.73 
Present value supplementary 
ee $7,561.92 


Liability on policies cancal- 
led upon which surrender 








value may be demanded.. $3,030.52 
Total policy claims......... $41,631.86 
Dividends left to accumulate 

Wier DOTS -o ccbcccevece $114,037.48 
Estimated amount for fed- 

eral, state and other taxes $19,587.38 
Deferred dividend funds... $35,763.04 
Survivorship funds ........ $30,381.01 
All other liabilities......... $61,337.28 
Total liabilities, except cap- 

Se” bose cis cece cccoveccene $4,043,276.04 
Capital stock .....c-eeeeees $300,000.00 
Unassigned funds (surplus) $97,122.51 
BOGE ceecocseceenecscedeceoes $4,440,398.35 

Income. 
Increase of capital during 

WEE cdcscccocesseccoceces $100,000.00 
New premiums ........e+.:. $193,924.65 
Renewal premiums ........ $512,870.54 


Extra premiums for total 
and permanent disability 
benefits and additional ac- 


cidental death benefits... $8,553.33 
Dividends left with company 
to accumulate at interest. $9,509.26 


Ledger assets received from 
Pioneer Life for assum- 





smnee - GO’. CORTE e ccc cc ces -+. $895,786.83 
Total gross interest and ‘ 
URGS > scewocnuts jeevsece . $98,563.33 
OCENSP BROOEES cccceccccces » $10,285.91 
ED cncckéwenuwess $1,729,493.85 
Disbursements. 
Net amount paid for losses. $68,371.42 
Other payments to policy- 
BEE cerccdcccccoccoce OOT, SUITS 
Dividends paid stockholders $30,000.00 


Commissions and other com- 
pensation of agents and 


BORMEBOED wccccccccccecee 9N4T,646.36 


Share to Mr. Arthur F. Hall. 





Home office salaries, medical 
OGG, GOR sc coctossvsoce eee 
All other disbursements.... 


$62,916.39 
$73,565.93 





Total disbursements ....... $449,877.87 
Insurance Account. 

The outstanding insurance on June 30, 
1917, was $54,901,659.76, which includes 
the Pioneer business reinsured, amount- 
ing to $19,107,260.54. 

Comments of the Examiners, 

On June 14, 1917, the company took 
over the business of the Michigan State 
Life Insurance Company of Detroit. The 
amount of insurance transferred was 
about eight million dollars. The con- 
tract providing for this transfer had 
been approved by the Michigan and 
Indiana Insurance Departments. 

The report calls particular attention 
to the persistency of the business and 
the lapsation is referred to during the 
entire period as having been only 13%. 

The company reinsured the Pioneer 
Life Insurance Company of Fargo, N. D., 
as of March 31, 1917, the contract of 
transfer being approved by the Auditor 
of the State of Indiana, and a Commis- 
sion acting on behalf of the Insurance 
Department of North Dakota, as is re- 
quired by the laws of that State. The 
method of financing this transaction 
provided for the sale of $100,000 of the 
capital stock of the Lincoln National 
Life Insurance Company at $11 per 
The larger 
part of this stock was sold by Mr. Hall 
to individuals at $21 per share, includ- 
ing dividends. The remainder was 
traded for Pioneer Life stock share for 
share. A syndicate was formed, com- 
posed of the members of the Executive 
Committee of the Lincoln National, act- 
ing as individuals, and the profit de- 
rived from the sale of this stock, to- 
gether with the money borrowed on the 
credit of the individual members of the 
syndicate, was used to purchase the 
stock of the Pioneer Life. The reinsur- 
ance contract provides that the Lincoln 
National pay to the Pioneer Life a re- 
newal commission of 5% for five years. 
By this transaction the company se- 
cured about nineteen million of non-par- 
ticipating insurance and a substantial 
agency force at a reasonable cost. 

The concluding remarks of the ex- 
aminers were commendatory to the 
management of the company. 





MARYLAND ASSURANCE CORPORA- 
TION, BALTIMORE, MD. 


This company was organized in Sep- 
tember, 1917. The capital stock is $500,- 
000, the par value being $10 per share. 
It is being organized by interests iden- 
tified with the Maryland Casualty Com- 
pany of Baltimore, which company is to 
subscribe and pay for 60% of the capital 
stock. It is proposed to sell the stock 
at $16 per share. The subscription list 
for the stock will close on October l, 
1917, subscriptions being payable as 
follows: one half on November 1, 1917, 
and the balance on December 1, 1917, 
as it is expected to begin writing busi- 
ness on January 2, 1918. This plan will 
result in the company’s beginning busi- 
ness with $500,000 of capital fully paid 





up and a surplus of $300,000 less the 
legal and organization expenses, which, 
we are informed, will be negligible in 
amount, 

It has been reported to us that the 
Maryland Casualty Company will turn 
over to this company the accident and 
health department, reinsuring with it 
its entire volume of such business. 

The company will be managed by a 
board of directors consisting of fifteen 
persons, as follows: John T. Stone, J. 
William Middendorf, William J. Donnel- 
ly, Louis K. Gutman, Charles J. Taylor, 
James L. Sellman, Leon E. Greenbaum, 
Henry S. Dulaney, Alexander Brown, 
Charles H. Classen, Harry G. Evans, Ed- 
ward L. Robinson, Robert Garrett, Wil- 
loughby M. McCormick and F. High- 
lands Burns. 

The agency director of the Accident 
and Health Department will be Richard 
H. Thompson, fourth vice-president of 
the Maryland Casualty Company. The 
underwriting and claim managers of 
this department are to be Mr. George 
W. Powell and Mr. F. LeRoy Temple- 
man, also with the Maryland Casualty 
Company. 





METROPOLITAN LIFE INSURANCE 
COMPANY, NEW YORK, N. Y. 

The regular triennial examination of 
this company by the New York Insur- 
ance Department has been completed. 
The examination is as of December 31, 
1915, the report being dated July 21, 
1917, and filed September 25, 1917. 

The report of the examiner covers 
in much details the mutualization of 
the company and its distribution of 
dividends both in the Ordinary and In- 
dustrial departments. The report con- 
tains the following table of assets be- 
fore and after the mutualization of 
ihe company: 

Assets, 

“The various asset items were ex- 
amined and verified. The following 
table shows the percentage of each 
ledger asset to the total of ledger as- 
sets December 31, 1912, and December 
31, 1915: 





1912. 1915. 

Real Estate........ 6.13 % 3.54% 
Mortgages .......-+ 41.22% 44.76% 
Policy Loans ...... 4.96% 6.71% 
Premium Notes..... 27% 25% 
D's 66-6 nos suw dc 43.82% 42.53% 
EP ree ee 2.09% 1.06 % 
GR ne 60 Baeseewwe 1.49% 1.16% 
Miscellaneous .02% .01% 
Bee cheevades 100.00% 100.00 % 


Comment was also made in regard 
to the reserve for Whole Life policies 
as follows: 

“This item is not properly a separate 
liability item, but rather a part of the 
contingent surplus. It arose in connec- 
tion with the company’s special 1% 
loading whole life policies. In view of 
actuarial experience with whole life 
policies, and policies for larger amounts 
than the average, it was deemed pru- 
dent, despite the very favorable ex- 
perience from 1909 to date on these is- 

(Continued on next page.) 
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METROPOLITAN LIFE (Continued). 
sues, to provide a larger reserve. A 
computation was made on the assump- 
tion that the business was based on 
the medico-actuarial Table of Mortal- 
ity, the premiums loaded 15%. The 
excess of reserve on this medico-act- 
uaria] basis over that of the American 
3%%, plus the present value of de- 
ficiency in premiums charged below 
those called for by said table, plus the 
excess of the medico-actuarial mortal- 
ity over the actual mortality, amounted 
in all to $1,088,331.00, which was car- 
ried as a special reserve liability in the 
1915 statement.” 

The Gain and Loss Exhibit is re- 
ferred to thus: 

“In connection with the company’s 
method of preparing its Gain and Loss 
Exhibit for the past three years, we 
would call your attention to the fol- 
lowing: ' 

“In computing mortality gains or 
losses in the Industrial Department, 
the company, beginning with the 1913 
exhibit, included as part of the claim 
losses paid mortuary bonuses. These 
bonuses have elsewhere been described, 
and are payable on those policies be- 
coming claims in the year following 
their appropriation. When appropriated 
they are included as part of the sum 
set aside for bonuses, or since the mu- 
tualization of the company as part of 
Industrial dividends payable. They are 
not paid up additions, but are contin- 
gent upon a claim occurring in the 
year following appropriation, and if 
any part of the appropriation at the 
end of the following year has not been 
issued, it reverts back to surplus. In- 
cluding such morttiary bonuses as part 
of the claim payment results in an 
apparent decrease in the true gain from 
mortality, and a like decrease in the 
loss on account of bonuses or dividends. 
The amounts so paid as mortuary 
bonuses in each of the three years, 
1913, 1914 and 1915, are as follows: 


19138... cc ccccccvccsescees . $1,597,515.33 
1914. ....cccccccvcvvcces ~» $1,687,169.77 
1915......00- ccccccccccese $1,187,063.44 


“The Industrial gains or losses from 
mortality as prepared by the company, 
and less these payments of mortuary 
bonuses, were: 

Company’sloss Gain or Loss 


from less Mortuary 
Mortality. Bonus. 
|) ae $2,317,148.10 —$719,632.77 
1914... $940,443.65 .- $746,726.12 
1915....... $403,700.75 + $783,362.69 


“Corresponding figures for losses from 
bonuses as reported and as corrected 
are: 


Loss Loss 
from bonuses from bonuses 
reported. corrected. 


1913........$4,184,005.49 $5,781,520.82 
1914........$4,648,084.79 $6,336,254.56 
1915........$3,782,203.47 $4,969,286.91 

The report of the examination is 
most voluminous and shows that much 
care has been taken on the part of the 
examiners to comprehensively cover the 
enormous transactions of the company. 





MISSOURI STATE LIFE INSURANCE 

COMPANY, ST. LOUIS, MISSOURL. 

This company was examined as of 
December 31, 1916, by the Insurance De- 
partments of Missouri, Illinois and In- 
diana. The report of this examination 
is dated July 6, 1917. 

The examiners found no change in 
the financial statement as published in 
the current edition of Best’s Life In- 
surance Reports, except as follows: 

The admittei assets were increased 
$7,060 and the liabilities, exclusive of 
capital, were increased $700. thus re- 
sulting in an increase of the surplus 
from $1,086.528, as published in Best's 
Life Insurance Reports, to $1,092,885.02, 
as ascertained by the examiners. 

The comments of the examiners were 
commendatory to the company’s man- 
agement, concluding as follows: 

“The mortality experience of the com- 
pany has been favorable, the ratio of 
the actual to expected being only 62.9% 
in 1914, 57.7% in 1915 and 55.2% in 1916. 
The surplus interest earnings have been 
high, the net rate realized after allow- 
ance for investment expenses and profit 
and loss items being in excess of 64% 
during the period under examination. 
These results, together with the figures 
shown above, indicating a rapid growth 
in business, produced at reasonable ex- 
pense, promise well for the success of 
the company.” 





THE MORRIS PLAN INSURANCE S80O- 
CIETY OF NEW YORK, NEW 
YORK, N. Y. 

This Society was examined by the 
New York Insurance Department as 
of September 12, 1917, the report be- 
ing dated September 17, 1917, and filed 
as of September 18, 1917. The report 
of examination is as follows: 

Purpose. 

“The purposes for which the corpora- 
tion is to be formed are to make in- 
surances upon the lives or the health 
of persons, and every insurance ap- 
pertaining thereto, and to grant, pur- 
chase or dispose of annuities as author- 
ized by subdivision 1, of section 70, of 
the insurance law. 

Organization, 

“The society’s organization records 
show that the authorized capital stock 
is one hundred thousand ($100,000.00) 
Dollars, divided into one thousand (1.- 
000) shares of the par value of one 
hundred ($100.00) dollars each. The 
whole capital has been paid in, in cash, 
and in addition thereto. a surplus of 
one hundred thousand ($100,000.00) dol- 
lars. Organization expenses of $27.06 
have been paid, with the result that 
the surplus on the date of this exam- 
ination was found to have been $99,- 
972.94. 

“An examination of the stock ledger 
indicates that one thousand (1,000) 
Shares of stock have been issued. A 
list of such stockholders is attached to 
this report and marked ‘Exhibit A.’ 

Assets, 

“The assets possessed by the society 
on Sept. 14, 1917, as shown in ‘Exhibit 
B’, which is attached hereto, consisted 
of New York City Corporate Stock 





4% %, .1967, of a par value of $100,- 
000.00, and cash in bank amounting to 
the sum of $97,347.94. Said stock was 
examined and counted. It is registered 
in the name of the ‘The Superintendent 
of Insurance of the State of New York, 
in trust for the Morris Plan Insurance 
Society, New York, for the protection 
of its policyholders,’ for the purpose 
of being deposited with Superintendent 
of Insurance as provided for in section 
71 of the insurance law. The cash in 
bank was verified by means of the 
attached bank certificate. 

“A list of the officers and directors 
is shown hereunder. 

Officers. 
Arthur J. Morris, President. 
Clark Williams, Vice President. 
Henry R. Towne, Vice President. 
John Markle, Vice President. 
Joseph 3B. Gilder, Secretary. 
Walter D, Brown, Treasurer. 
C. E. Scattergood, Actuary. 
A. J. Smith, Superintendent of Agencies, 
Directors, 

A. Hagen 
S. C. Millett 
Henry Moir 
John Markle 
Clark Williams 
Sam A. Lewisohn 
Arthur Turnbull 
Fred E. Linder 
Joseph B. Gilder 
William E. Woodward 
Harlan F, Stone 
Henry R. Towne 
John R, MacArthur 
Carll Tucker 
Arthur J. Morris 
W. R. Craig 
Raymond Du Puy 
H. H. Riddleberger 
H. F. Stevenson 
W. D. Brown 
Herbert L. Satterlee 
W. H. Childs 

“From my examination, as indicated 
by the foregoing, I hereby certify that 
the sum of $200,000.00 has been paid in 
cash, by the stockholders of the Morris 
Plan Insurance Society of New York, 
and that said sum, less organization 
expenses of $27.06, was on date of Sep- 
tember 14, 1917, possessed by said So- 
ciety in the assets particularly de- 
scribed in Exhibit ‘B,’ and I further 
certify that certificates of stock for the 
entire capital of the Society have been 
issued to the various persons and cor- 
poration whose names appear in ‘Ex- 
hibit A’ as indicated by an examination 
of the stock ledger and by the affidavit 
of the officers of the Society attached 
hereto.” 





NEW YORK LIFE INSURANCE CO., 
NEW YORK, N. Y. 

This Company is issuing a new 
monthly life income policy, including 
an option covering Disability and 
Double Indemnity Benefits, but disabil- 
ity benefits will not be granted if the 
double indemnity feature is omitted. 

The Company states: 

“The Monthly Life Income policy, 
containing Disability and Double In- 
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demnity Benefits, provides for every 
contingency. Upon due proof of the 
Insured’s death the Company guaran- 
tees to pay to the original Beneficiary 
a monthly income for life. If the In- 
sured becomes totally and permanently 
disabled before attaining age 60, the 
Company guarantees to pay the Insured 
during such disability a monthly in- 
come of like amount, and upon due 
proof of the Insured’s death to continue 
to pay a monthly income of like 
amount to the original Beneficiary dur- 
ing her entire lifetime. If the In- 
sured’s death occurs as the result of an 
accident while traveling on a common 
carrier, the monthly income payable to 
the original Beneficiary for life will be 


double.” 
Illustration of Premium rates: 
Annual Premium to provide for 


monthly income of $10: Insured’s age 
being 35—the Beneficiary’s age being 
30. 
Ordinary Life— 

With disability and double 


POT TT TTT TT iT $60.21 
Without disability and double 
indemnity ....-.cscceccces cocee’ Qeaee 
20-Payment Life— 
With disability and double 
indemmity ....cccccccccecess 81.05 
Without disability and double 
indemnity ...... ccaheme ode $78.79 
20-Year Endowment— 
With disability and double 
DEE “scccocesnceveseent $117.53 
Without disability and double 
RGAE tc cocccdoccccececs $116.04 
This Policy is free of conditions as to 
residence, travel, occupation, or mili- 


tary or naval service, and shall be in- 
contestable after two years from its 
date of issue except for non-payment 
of premium. All benefits under this 
Policy are payable at the Home Office 
of the Companv in the City and State 
of New York. 

Life Income policies will not be is- 
sued payable in annual, semi-annual or 
quarterly instalments. All other 
premium rates and policy forms on the 
Life Income plan will be withdrawn 
as of October 1. ' 

On account of the liberal Disability 
Benefits contained in Monthly Income 
policies, the maximum amount of 
monthly income insurance with Disa- 
bility Benefits the Company will issue 
on one life will not exceed a policy of 
$25,000 payable in one sum and will be 
as follows: 


Age of Monthly 
Beneficiary. Income. 
BOE cccccecccccocetoesecoese -- $90.00 
DE it eee keh cb oedhseenceee é $100.00 
CDreG ca cidedvceccceceoes seeeer $120.00 
ee rr ns 6 Vb ccowedoesbtacceves $135.00 


If the Insured now has a policy pro- 
viding for Disability Benefits for less 
than $25,000 payable in one sum, the 
Company will consider issuing a new 
Monthly Income policy, the present 
value of which will not exceed the dif- 
ference between the amount of the old 
policy and $25,000. 

This Monthly Income policy will not 
be issued in Canada. It will not be 
issued for the present in Wisconsin 
containing Disability and Double In- 
demnity Benefits. 





ROYAL ARCANUM, BOSTON, MASS. 

In the current edition (1917) of 
BEST’S LIFE INSURANCE NEWS, we 
refer to the appointment on April 14, 
1917, of Thomas J. Roynton, former 
Attorney General of Massachusetts, as 
temporary receiver for the Supreme 
Council of this Order. On April 18, 
1917, as reported by us, Judge Aldrich 
gave the Order permission to continue 
the business of organization pending 
the final termination of the receiver- 
ship proceedings. 

The Court of Appeals reversed the 
decision on the grounds of no jurisdic- 
tion, and the case was sent back to the 
lower court for dismissal (as reported 
in BEST’S LIFE INSURANCE NEWS 
for July, 1917. 

On October 1, 1917, the United States 
Court of Appeals reopened the case of 
Hobart vs. Royal Arcanum for supple- 
mentary proceedings on petition of 
Elijah Shaw, Nashua, N. H. 

The status of this Royal Arcanum 
litigation is as follows: 

“There are two suits, virtually, 
against the order at the present time. 
The first is really the old case of 
Arthur L. Hobart, on which a petition 
has been filed by Elijah R. Shaw, of 
Nashua, N. H., who asks essentially 
that the case be reopened by modify- 
ing the decree of the Court of Appeals 
by the insertion of the words, ‘unless 
on or before the first day of October, 
1917, leave be granted to amend said 
bill of complaint and it is amended by 
changing the parties thereto.’ 

“The other case is a suit in Equity 
(816), U. S. Circuit Court, by Arthur 
F. Cummings and James E. Upton, of 
Nashua, N. H., who allege that the 
Royal Arcanum is the keeper of a ‘trust 
fund’ in which the plaintiffs are in- 
terested owners; that the society is 
now hopelessly insolvent; that its 
affairs have been going from bad to 
worse, and that there is no hope that 
the future will show any improvement, 
wherefore the society should be placed 
in receivers’ hands.” 





SUPREME COLONY UNITED ORDER 
OF PILGRIM FATHERS, 
LAWRENCE, MASS, 

The Massachusetts Supreme Court 
(Justice Crosby) granted on September 
25, 1917, the petition of Attorney Gen- 
eral Atwell, who at the instance of In- 
surance Commissioner Hardison sought 
to put this order into the hands of a 
receiver. Henry M. Hutchins of Ded- 
ham, Mass., has been appointed re- 
ceiver. 

Attorney Frank N. Nay, representing 
the society, informed the court that 
$10,000 would cover the assets of the 
order, while the death benefits unpaid 
amount to approximately $250,000. 

While re-insurance rumors are men- 
tioned, it is not likely that any plan 
can be secured that will meet with offi- 
cial approval, 





WASHINGTON CITY LIFE INSUR- 
ANCE COMPANY, WASHING. 
TON, D. C. 

This company was incorporated un- 
der the laws of the District of Colum- 





bia on March 10, 1917, its authorized 
capital being $100,000. 

The par value of the shares was $10 
each. The prospectus states that the 
proposed maximum capital is one mil- 
lion dollars and the minimum one hun- 
dred thousand. The selling price of 
the shares was as follows: the first 
33,333 at $12 per share, the next 33,334 
shares at $15 per share and the final 


number of shares, namely, 33,333, at 
$18 per share. 

The Insurance Commissioner of 
Maryland, immediately upon learning 


that the capital stock of this company 
was being sold in the State of Mary- 
land, began an investigation of the 
matter. The result of the investigation 
showed that the Department was ad- 
vised by a number of persons that the 
capital stock of the company had been 
sold to them by persons who repre- 
sented themselves to be acting for that 
company. The stock was sold at $20 
per share under representation that 
$10 of the price paid for the stock was 
for capital and the other $10 was to 
be applied to surplus of the company, 
and the purchasers of the stock were 
informed that the company was being 
organized without promotion expense. 
It was reported that the examination 
showed that quite a lot of stock was 
sold under these conditions. 

The officers of the Washington City 
Life Insurance Company made the 
statement to the Insurance Depart- 
ment of Maryland that the capital 
stock was not sold in Maryland by the 
company direct, but by and through 
the Federal Finance Corporation of 
Washington, D. C., a corporation which 
had subscribed to a certain amount of 
the stock of the Washington City Life 
Insurance Company. The laws of Mary- 
land require that before the sale of 
capital stock of any life insurance 
company in process of organization 
can be made in that State, full par- 
ticulars as to the methods and pro- 
posed cost of promotion must be sub- 
mitted to the Insurance Department, 
and before any person shall solicit sub- 
scribers to, or sell the stock of such 
company. In the opinion of the In- 
surance Department, this was an at- 
tempt to evade the law of the State 
of Maryland, hence, the matter was 
brought to the attention of the State 
Attorney from Montgomery County, 
Maryland. This has resulted in the 
Insurance Commissioner of Maryland 
warning the public against purchasing 
stock in this company directly or in- 
directly. 

The Insurance Commissioner of Vir- 
ginia has also warned the public 
against salesmen selling stock of this 
company. 

Hon. William M. Shehan, Insurance 
Commissioner of Maryland, and Colonel 
Joseph Button, Insurance Commission- 
er of Virginia, are deserving of much 
praise for the action they have taken. 

The officers and trustees of the com- 
pany are as follows: 

Officers: President, Roderick K. 


(Continued on next page.) 
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WASHINGTON CITY LIFE (Cont.). 
Shaw; vice-president, William B. La- 
mar; secretary, Louis St. J. Thomas; 
treasurer, Bestor R. Walters; 
counsel, Charles B. Howry; 
director, Wade H. Atkinson. 


Trustees: Wade H. Atkinson, Wash- 
ington, D. C., a director of the Park 
Savings Bank and medical director of 
the company; Judge William Bailey 
Lamar, Washington, D. C., Attorney 
General of Florida from 1889 to 1903: 
member of Congress from Florida from 


general 
medical 





1903 to 1909; U. 8S. Commissioner of 
Panama-Pacific Exposition, 1915, and a 
vice-president of the company. 
Roderick K,. Shaw, Washington, D. C., 
formerly Agency Director New York 
Life Insurance Company and before 
that Manager of Agencies Southern 
States Life Insurance Company. Dur- 
ing 1916 he was vice-president of the 
Shenandoah Life Insurance Company, 
and now president of this company. 
Bestor R. Walters, Washington, D. C., 
cashier of the Dupont National Bank 





and treasurer of this company. 


Robert H. Angell, Roanoke, Va., 
president of the Shenandoah Life, the 
Colonial Bank and Trust Company and 
the General Manufacturing Company. 

Louis St. J. Thomas, Washington, D. 
C., formerly secretary of the Two Re- 
publics Life Insurance Company and 
now secretary of this company. 

The general counsel of this company 
was formerly Assistant Attorney Gen- 
eral of the United States from 1893 to 
1897; Justice of the U. S. Court of 
Claims from 1897 to 1915. In 1915 he 
retired and began the practice of law. 
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